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| ote: During July and August 1946 there was considerable 

criticism in the Chinese press aimed at the maladministration of Taiwan. The 

Chiao Shun Fao even went so far as to write an editorial entitied "Taiwan in 

a Mess." Then, early in September the Taiwan avthorities planned a carefully 

conducted tour of the island for foreicn newspaper correspondents, The acti= 

vitics of the par ty were closely supervised by guides or interpreters. The 

fe-Time representative was assisned what seemed to be a personai Sody zuards 

who becane extrenely voluble whenever the correspondent started setting too 

ok much information threush her questions, On eno oceusion, when she manaxed to 
evade her juide on a shopping tri is aven the Locul police were called out to 
find her. at the conclusion of the tour the correspondents returned and wrote, 
at least for the local press, ee accounts of the rehabilitation of Taiwan. 
This report was written to supplement the newsnuper account. Only pertinent 

“ parts of the orizinel report are given.) 


Unpopularity of Press sat AGM Nis Lrg chou 
rise ecinciirvneniinainettreninicae 
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1. The past year has witnessed crowing dissutisfsstion on the pert of the Formosan 
people toward the sere al ann? ese rutt on, which fn eryatulizing inte an 
anteconism eyainst Governor CHHN Yi's 

-25X1A6a MEE oto: : Soures a8, whese nresent nce a 

Chinese newspapers, states that the Shenchal orose, alt Hh attaakins the 
Taiwan udministration, never yet has attucked voverner CREAN Yi personally. 
This may bo because of fear of censorship or actual a esatisfact: on with the 


officials surrounding CHE Yi rather than with the sovenuor himself.) 


tiv reodins of several 
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The people opposing the administration on the worked within the 
4siand and wit! ypolitiesl elements on the nc overthray of the 
: present provilicial administration of Taiwan, ‘fris movemenr is se2mng von 
= sidernble eround, It will net be. surprising if the psople of Tatwan rise ve 
asainst Governor CHEN Yits regime in open revolt at the first opportunity. 
At tho same tire the unsettled situation in Teiwan is a;fordin:; shelter. for 
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underground activities of Commniste and Japanese who are availing themselves of 


ao - the opportuni ts tain their own footheld on the island und to foment 
25X1A6a —«-h®. Bppor bunk SYOEK TRE: 


a ss S| vote some Telwm.ese ceclared that there would 
be popular demenstrations soon even if armed revolt is not possible. The 


Taiwanese will demand independence after a ten to twenty year mandate under 


i] 
i 
i -3e Governor CHEN Yi received his:present post in Taiwan on the strength of his 
affiliation wi i tD5X4 N@licical Science Clique or the "Cheng Hsueh Hsi' 
te Kot ¢ i 22104. “h GHEN Yi is a member of the i 
- 25X1A6a Political Seience Clique, he did not need the support of the os que to obtain 
the offices, because of his own volitical. power.) 
General CHEN Yi'vs orevious record as sovernor of FPuklen is not gree stain. 
uring his term of office as governor of Fukien at the outbreak of the Sinc- 
dspanese war, General CHEN YL, being a stron; pro-dJsapanesea mi area calla: 
borated with the Japaness Governor-General of Taiwan and suppressed 9 large 
number of Taiwan revolutionary ree Who sought refuge in Fukien across the 
channel. vith this background, (EN Yate appointmert aroused a wave of indis- 
nition end oppasition on the ny ‘et both the Fukienese anc: the Taiwanese {about 
90% of whon are descendents of Fulienese), but his Political Science Clique 
affiliations save him enough support to keap his appointment. Taiwanese lesders 
are endeavoring to align themselves with the anti-Political ociance Clique 
elements in the Chinese government against Governor CaN Yi, whose poor acmin- 
istration is a conspicuous vldeness in the eines 
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ii. The fundanentel mistake of Governor CHEN Yi's administration in Taiwan is 
probably his policy of isolation~ both fron the ominiand an. from forei on 
sountries. “he provincial administration's relations even with the detions 1 
goverment are more nominal than actual. The administration is different in 
nane as well as in fact from all of the other provincial gcvernments of 
the seuntry. The sovernor maintains his own freedom of eetvon: 


5. To the ire of the Chinese financial authorities and esonomic interests, the 
: ; i eeps the Japanese yen currency of pre-Vd days. 
Notes0r. 2 September 19,6 the actual Japanese yen was officially 
25X1A6a replaced by a new Vhinese unit of the sume velue, ponorgine to a Central News 
Agency release on 3 September. } 


6. The governor sieeeadte virtual independence from the Vhinese national 
financial system, and is, so far, succesaful in warding off even the Central 
Bank of China's efforts to establish a branch in Taiwan. He has achleved 
financial isolation through control of exchanse and remittances and b; refneing 
to peg the local Taipi to the Chinese national currency. ishen the Chinese _ 
governnont decided to change the official rate of exchanse from CNC 42020 for: 
US $1 to CNC $3450 for US gl on 19 aAticust, the Finance Comais ssioner of CHEN Yite . 

administration arbitrarily changed the official cross-rate of CNC $30 to 

% Taipi $1 to CHC ¢40 to Taipi $1, asainst the atcempt of the national financial 
authorities to maintain stabilization of the Vhinese currency within the country 
itself. This has occasioned a dispute between the national and Taiwan finaneial 
authorities of such proportions that the rettcr hus been referred to the . 
ixecutive Yuan. 


m 7a In the other branches of the administration, such as agriculture, industries 
and mining, food supply, comuunicutions, and public health, Governor CHEN Yi 


has persistently refused to accept direct appointees from the Ministries of i 
the Netional Government, or has hindered the work of these appointees. In i 
so doing, he has prevantes the Chinese soVcornment from supervising the funstions 
2 of the branches of She “Anistries. Fecause he has also refused’ Sarees ; 
ane technic assistance for the island, reconstruction and rehabilitetion of 
Bebiek Hide. fg difficult. Even the relief work of UNWKa anc‘ ta nat 
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given a free hand. 


lionopely 
All trading in principal items of export fron Taiwan is monopolized by the 
Provincial Trade Rureaue Ascording to official announcements, this bureau 


Z 


has been iyae hituted to function as a purchasing and sales office for varioug 
provincial enterprises. As all provincial enterprises of any size are soverne- 
menteoperated, there is no room left for private trading. the Trade Bureau 
alone has the use of the scanty and sporadic shipping facilities, which are 
also under sovernment sponsorship. The Cormidsion for investigation of take« 
over proceedings has recently disclosed many abuses of the Trade Bureaus 

NeterSourca A believes that there iz no channe fer foreign buginses 
on the island 6% present because of the menooclistie sontrol the administration 
has over all industry.) . 


: ‘ : 

Vhen the Chinese recovered Taiwan last October, they found concentrated on Tha 
island many more industrial vlants than chose existing in any sinzle Chinese 
province with the possible exeeption of Elangsue About 35% had been owned by 
Japanese sovermient and private interests of the daibatsu clique. They passed 
‘inte the hands of the provincial udministration. <Accordins to official fi pares, 
the provincial acninistration's Lepartment of Industries and Mining has 
otekeyever 195 units of industrial plants. 


the provincial administration has 
set up twenty-nine zovernment~-owned companiss to operate 237 former Japanese 
seovernnent and private establishments which included branches of Jepanese 
trusts, subsidiury firms enc independent orsanizations. The twentyenine 
companies in question are:ze (1) Petroleum « controlling eleven Japancse 
estublishnents, ineluding the Noo fuel plant of the Japanese naval base at 
Kaohsiuns; (2) Aluminum = controlling two plants of the Japanese Aluminum 
Company at Kaohsiung ( Takao: 22-38, 120-18} and: Hualioenkans( KARENKO: 24-58, 
12136); (3) Copper © controlling two units of pleate;(1.) Blectric power - 
Sakinc over the Ua ovale Taiwan Power Coe which durins the war controlled th 
Phi li py sines, Honskons, Malaya and bast Indies electric power nlents; (5) Pert- 
dlizer = controlling “four nee establishments for chemical fertilizer; 

(6) Caustic soda - cperatin: four Japaneses plants; (7) Shipbuilding ~ contrel- 
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ling three shipbuilding anc wey-dook astubli: shments; (8) Paper = embracin= seven 


ak 
mills; (9) Sugars controlling sixteen: lurge mills which hold teg ver cent of 


the arable land of Taiwan in Seer nade 1 aces (10) Cement = with eleven 
Japanese firms assigned to ity (11) Coal mining + operating eleven Japanese 
establishnonts : (12) “epinning a waavins.= covering seven Japanese firms deal= 
ine with cotton and other fibres; (13) Pottery es controlling two firms which 
specialized in making bricks, sepanise: ete. 3 (143 Glass = controlling eishs 
plants ; (15) Oils and fats - operatins seven plants : (16) Electrical ensine 
eering ~ embracing all establishments engueed in teleconmunications manufacture 
and dry battery manufacture; (17) Prirting ~ coverins the manufacture of printe 
ing ink, and photo ensraving plants; (18) Iren works © controlling twenty-two 
plants, including machinery anc machine tool fuctories;: (19) Steel and iron 
foundries - controlling five nlents, including: those for salvasing serap iron; 
(20) Chemical engine@ring ~ including a rubber factory; (21) Construction - 
including a road~building firm anc four of the Japanese “domei", a type of 
wartime cooperative; (2%) fishery - ineludins et Puerse for the construction of 
fishing vessels, and @ processing plant; (2,) 2 ea- controlling seven plants, 
including:a large iitsubishi unit in Taipeh; (25)Pineapple « controlling a 
number of plants ensaged in processins of canned pineapples, in which industry, 
before the war, Taiwan ranked third in the world, after es and Melayas 

(26) animal husbandry and canning» controlling saventeen establishments, 
includin; those engaged in making milk-powder; (27) asricultural products «© 


controlling thirteen estatlishments for pr ceessing general agricnitural products ; 


ta 8 


(28) Forestry products - controlling eleven estublishnents, inolud ing lumber mille 


Note: source A stated that these saw-milis, like most on the island, 
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are quite moderns) (29) Pharmaceutical products ~ controlling ten factories. 
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The production rute of all of these enterprisee is, however, only 10%-20% of 
normale The majority of the nills and plants are left idle, as the proVincial 
administration has done nothing to revive or develop them. *he pattern of 
action adopted by the authorities is to appoint a "supervisor" to sach of 

the establishnents,who is usually not technically qualified and inefficient, 
serving only as a symbol of authority of the new resime. 


ven in the cases of the few enterprises in which production is continued 

the provincial administration, through its supervisor, leaves much of the 
manayenent still in the hands of the orizinal Japanese staff. Thus, these 
Japanese who are retuined as "technicians", continue to lord over the Taiwanese 
enpldbes ani workmen. _fhis state of uffairs wus particularly true in the larze 
utility companies anc the railways months after teke-over, and has given cause 
to a wave of indi jnation amons the local populace. 


Agricultural Crisis 


The major portion of the population of *aiwan is rural. fhe present rerime 
has donewothins to assist the farmers in matters of seeds, implescuts and 
supply of fertilizers During the Japanese domination, some 250,000 to 100,000 
tons of chemical fertilizer was imported into Taiwan etch year for the suzer, 
rice and other plantutions; but since the CHEN Yi resime was installed in 
office a year ay, iby about 5,000 tons of fertilizer hayabeen shipped to 

the isl aaah ° DEX 1X6 . 
Note: the fertilizer shipped in by UNRRA wus 
taken over by the government anc sold at exhorbitant prices.) 


buring the war yeurs, the rice stock of Taiwan was dapleted by shipments te 
Japan. Taiwan faced an acute rice shortuge because of the poor crops last 
year. Rice pr ices udvanved fron less than one dollur, locel currency, per 
pound, to as much as over tienty dollurs per pound, 


then, a numer of new taxes have been introduced. it is recently ascertained 
that taxation is so heavy that land-owners and ordinary farmers would prefer. 
to ebundon their land on. crops because the value of these is not sufficient 
to cover the vurious taxes imposed. In some districts, the people huve 
openly and rebelliously refused to pay the taxes, risking prosecution aszainst 
bankruptcy» 


- dapanase Repatriution and Undersround Net 


4scording to figures released by the Taiwan Provincial administration, a total 
of 454,826 Japanese, 165,538 Japanese POW and 209,186 Japanese civilians, were. 
atill in Taiwan at the end of april 196. Sone 27,000 Japanese ure now retained 
as “technicians” and speciully qualified professional men. 


25X1A6a BE Note: Source A stated that there are still 22,000 Japanese in Taiwan.) 


170 


18. 


Granting that the official figures are corract, the 27,000 retained represent 
@ larce number of Japanese holding key positions in official orzanizations, 
public utilities, important industries, and even on newspapers, ‘the Taiwan 
people have always arjued that the majority of these retained Japanese should 
be replaced by oqually qualified persons from the local populace or Chinese 
frou the mainland. 


The retained Japanes:: also include many active underzround Japanese, some of’ 
whom have been recently arrested after their activities had heen exposed. Put 
large sections of the entire net still remain unmolested. I¢ is common know« 
ledce that before the Japanese left on repatriation ships, they held mass 
meetings among their own groups, making speeches and confiding to their olose 


copie: L 
CONFIDENT Tay, 
nt 


Approved For Release 1999/09/08 : CIA-RDP82-00457R000100840001-1 - 


Ce re eT 


a er ee Te 


aay eee, Tee 


Pe ee ee 


oe ee ee ee Pee ee) 


i AF 2 = a 


of pis a gi 


ar EE? 


LE CS To RE 


od 


~ 


19. 


thy 
¢ * 


23 


at 


Approved For Release 1999/09/08 : CIA-RDP@ORRAREROO | 00840001-1 
| 25X1A2q 


CENTRAL INTELLIGENCE GROUP al 
a abe , 


Taiwanese friends and employees that they would come back in two, three, or 
‘ten years to take things over arain froi the Chinese. The locul pelies never 
bothered to investisate or intervene at such gatherings e 


The more seri oun situation, however, lies in the conceal: ent of arms, erunusd 
tion and other military supplies of the former Japanese military forces stationed 
on the island. as Taiwan was the important base of their ' ‘southward novenent”, 
the Japanese concentrated on the islond unusually larze quantities of such 
supplies, which were practically intact when Japan's quiek surrender took 
place. Yot, wher the Chinese took over the island, they accountea for 4 relae 
tively smell quantity of the equipment. The provincial administration has 
never announced ite findings in this connection, despite public demend for a 
clarification of the situation. as a matter of fact, the take-over officiuls 
were too much occupied with the seizure of public properties and remunerative 
enterprises to keep a close watch on the subversive activities of the Japanese. 
Althouh it is an open secret in Taiwan that arms and armunition have been 
buried underground, a few lots having ectually been unearthed, no real ej tort 
aes been made so far by the authorities to investizate the matter thoroucnly. 


The iountada of the.island are still inhabited by tribes of aborzizes, who 

number about 140,000 according to a census co:piled in 1940. Theso natives 

were taught in Japanese custome and ecucated in schcols specially maintained 

by the Japanese colonial covernment in the mountainous regzio:rs. The indoc- 

trination of the aborigines was done so wll that the natives have become 

Japanese in every way? Some of the tribesmen even intermarried with dananese. 
mame 25X1X6 

As soon as news of <c@panese surrender was confirmed, the Pajwan colonial novern- 

ment lost no time in sendin: important military equipment to the mountuins 

inhabited by these natives and to other pre~planned centers of concealment, 

A skeleton force of military experts went to the tribes and, discuised as - 

natives, continued to operate after the ma jority of the Japanese military forces 

hud been repatriated. These Japanese are still in the districts adjacent to 

the mountains; their moverents are neither stopped nor investiszated by the 

sovernment authorities. They roan around the countryside in bunds, fully 

armed and in uniform. Their number is estisiated to be from 2,000te 5,000. 


Another loephole of the repatriation scheme may be found in the question of 
naturalization. vuring the Japanese resime, many Formosans chanzed their 
Chinese names into Japanese. These opportunists attempted to restore their 
Chinese names as soon Japan surrendered. The provincial administration under 
CHEN Yi prodlained a set of rules to facilitate and lewsiize such naturaliza- 
tion cases. Perscns with Japaneso names could have thom ohan: ‘ad into Chinese 
without much difficulty; the authorities demanded onl: a "shop guarantee" 
Such a wvarantee is not difficult to set, especially since the person concerned 
may be the real owner of tne shop in question. In this way, many Japanese 
have avoided repatriation. 
From the reaont case of the "spy ring" arrest in Taiwan, in which a former 
executive of a. leading Japanese newspaper, retuined as editor of a new daily | 
published b: the Kuomintany, was inplicated as the liaison of the ring, it is 
evident that the Japanese undersround net in Taiwan is also in close contact 
with that on the mainland und in Japan. 
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Communists in Taiwan 


ow eet! rein 


as far as can be ascertained, the miucber of Cos. and 
into Taiwan has steadily ineressed in resent morihse 


wha nave infiltrated 


i i 2 Communists are now 
chiefly engaced in disseminating propaganda in tho rural districts. Meanwhile, 


alons the China coast there are a helt nunber of iélete waish serve as hideouts 
of plrates and other unruly elements, dacludin; units oi former mercenar: troops 
who collaborated with the Japunese. Both the Jnpanese underground orzanization 
and the Comusuists are attempting te "Ling up” the pirates and ether unruly ele- 
ments along; the South China coset. The Communists ere also reported to be trying 
to buy arms and anmunition from ad unruly elements to be smugsled to Talwar 

n srall junks under cover of darkness. This may indicste that the Communists 
in Tuiwan have ga ined ae foothold to warrant acquiriags military equipment, 
althoush on a limited seal 


Crineé wave 


Apparently the provincial administration has never cone any thing either to 
purse the rural districts of ell undesirable ele ents or a reund up hicen 
armse AS 4 result, erimes such as held-«ups and paid re frequent oceur- 
renees even in the streets of Taipeh, the provincial capi oe Recently & num 
ber OF administration officials were oyonky venules in broad dayelizht. The 
police foreas are increasingly chalbenscod by a arced sancsters. HandLills 
denouneing ila Vis administration ere found at na v street corners enc even 
on the window of she Sovernor's own cur. 
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